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OATH OR AFFIRMATION
L Yieminoel AvAdASHT , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Axgs AMERI\CA  LLC - , as
of f/_f CEMBER % | ,20_02- _, are true and correct. 1 further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows: '

Sb\)Dn’ﬁ o Mt on H\(S ,‘)(DH’\ A OC ,//WM// A

. o ; ' ignature
Feb. Qo0 bo ot the abeve signed. g
| —"_Ewgcutive Vice PregivenT, (60
lt“r } @/{’ ’ Title
i Mb . .
i i
~\/CLLQLéLﬂN A ' CAROLYN AYALA
T’Jotary Public ‘ Notary Public, State of New York
‘ _ No. 01AY6080152
This report ** contains (check all applicable boxes): Qualified in New York County
(a) Facing Page. Commission Expires Sept. 9, 2006

{b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital. .

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the .
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O0OR 0 OOKROKEREKRK

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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| Berson@ Corrado..

CERTIFIED PUBLIC ACCOUNTANTS

25 West 43rd Street

Suite 1612

New York, NY 10036-7406
Telephone: 212-730-5444
Fax: 212-730-5450

Report of Independent Auditors

To the Members
Axes America, LLC

We have audited the accompanying statement of financial condition of Axes America, LLC (the “Company”)
as of December 31, 2002, and the related statements of loss, changes in members’ capital and cash flows for
the year then ended. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provided a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
condition of Axes America, LLC at December 31, 2002, and the results of its operations and its cash flows for
the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole.
The supplementary schedules are presented for purposes of additional analysis and are not a required part of
the basic financial statements, but are supplementary information required by Rule 17a-5 of the Securities and
Exchange Act of 1934. Such information has been subjected to the auditing procedures applied in our audit of
the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

Bersan. w&ﬂu«fo/ N 4
BERSON & CORRADO, LLP
January 15, 2003




(A Limited Liability Company)

Statement of Financial Condition

Assets
Cash and cash equivalents
Investments, at market
Fees receivable
Fixed assets:
Leasehold improvements
Fumniture and fixtures
Equipment
Less accumulated depreciation
Other assets
Total assets

Liabilities and capital
Liabilities:

Accounts payable and accrued expenses
Total liabilities

Capital
Members’ capital
Total liabilities and capital

Axes America, LLC

December 31, 2002

$ 216,124
22,500
7,433

90,637

51,918

16,267
[102,754]

10,577

3 312,702

$ 22053

22,053

290,649

$ 312,702

The accompanying notes are an integral part of these financial statements.




Axes America, LLC
(A Limited Liability Company)

Statement of Loss

For the year ended December 31, 2002

Revenues

Investment advisory fees
Private placement fees
Unrealized loss on investments
Total income

Expenses

General and administrative
Professional fees

- Advisory fees

Total expenses

Loss from operations

Other .
Loss on disposal of asset
Interest and dividend income

Net loss

360,000
107,433
[22.800]

444.633

374,308
42,171
39,750

456,229

[11,596]

[1,014]
3,130

S

[9.,480]

The accompanying notes are an integral part of these financial statements.




Axes America, LLC
(A Limited Liability Company)

Statement of Changes in Members’ Capital

For the year ended December 31, 2002

Members’ capital at January 1, 2002 $300,129
Net loss [9.480]
Members’ capital at December 31, 2002 ' 3 290,649

The accompanying notes are an integral part of these financial statements.




Axes America, LLC
(A Limited Liability Company)

Statement of Cash Flows
For the year ended December 31, 2002
Operating activities
Net loss $ [9,480]

Adjustments to reconcile net income to net cash
provided by operations:

Depreciation ' 29,504
Loss on disposal of asset 1,014
Unrealized loss on investment 22,800
Changes in operating assets and liabilities: ‘
Accounts receivable [7,433]
Other assets [1,046]
Accounts payable and accrued expenses [24.004]
Net cash provided by operating activities 11,355

Investing activities

Proceeds from disposal of asset ‘ » 11,717
Net cash provided by investing activities 11,717
Increase in cash and cash equivalents 23,072
Cash and cash equivalents - beginning of the year 193.052
Cash and cash equivalents - end of the year $ 216,124

The accompanying notes are an integral part of these financial statements.




II.

Axes America, LLC
(A Limited Liability Company)

Notes to Financial Statements

December 31, 2002

GENERAL INFORMATION

Axes America, LLC (the “Company”’) was formed in the state of Delaware on February 14, 1997. The
Company will continue indefinitely unless it is earlier terminated in accordance with the Limited
Liability Company Agreement by a majority of the common interest of the members or pursuant to the
Delaware Limited Liability Company Act. Effective May 28, 1998 (commencement of operations),
the Company obtained registration as a broker-dealer pursuant to the Securities Exchange Act of 1934,
as amended. '

The Company acts as an introducing broker for securities transactions initiated by an affiliated entity.
All transactions for its customers are cleared through and carried by a member of the National
Association of Securities Dealers, Inc. and of major national securities exchanges on a fully disclosed
basis. Accordingly, customer positions are not reflected in the accompanying statement of financial
condition.

Investments consist of 1,200 warrants and 2,000 shares of common stock in The Nasdaq Market, Inc.,
and 250 shares of class A Series 7 preferred stock in China Online, Inc.

The Company also provides general investment research and advisory services to affiliated entities for
fixed monthly fees. In addition, the Company provides certain private placement and product
development services to affiliated and non-affiliated entities. Fees for such services are either a fixed
amount, or based upon a percentage of the assets involved in the transaction.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates ‘

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Cash and Cash Equivalents
The Company considers all highly liquid investments with a maturity of three months or less at the
time of purchase to be cash equivalents.

Revenue Recognition

Commissions and related clearing expenses are recorded on a trade-date basis as securities transactions
occur. Certain investment research and advisory fees are received quarterly in advance and recognized
as earned on a pro rata monthly basis. Private placement fees are recognized as eamed upon the
completion of the related services.




II.

IIL.

Iv.

Axes America, LLC
(A Limited Liability Company)

Notes to Financial Statements
December 31, 2002
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fixed Assets
Items capitalized as fixed assets are recorded at cost. Depreciation is computed using the straight-line

- method based on the estimated useful lives of the assets: equipment, three years; leasehold

improvements, five years; and furniture and fixtures, seven years. At December 31, 2002,
accumulated depreciation equals $102,754.

Income Taxes : '
The Company does not record a provision for income taxes because the individual members report
their share of the Company’s income or loss on their personal income tax retums.

Accounts Receivable

The Company considers accounts receivable to be fully collectible, accordingly, no allowance for
doubtful accounts has been recorded. If amounts become uncollectible, they will be charged to
operations when that determination is made.

Fair Value of Financial Instruments
Management estimates that the fair market value of financial instruments recognized in the statement
of financial condition approximates the carrying value.

MEMBER ALLOCATIONS AND DISTRIBUTIONS
Net income is allocated to the members’ capital accounts in proportion to each members’ respective
ownership interest in the Company.

Cash distributions may be made at the discretion of the Company’s elected managers. During 2002,
there were no distributions to its members.

NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 15¢3-
1, which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December 31, 2002, the
Company had net capital of $211,071, which was $111,071 in excess of the required minimum capital
of $100,000 and its ratio of aggregate indebtedness to net capital was 10 to 1.




Axes America, LLC
(A Limited Liability Company)

Notes to Financial Statements

December 31, 2002

RELATED PARTY TRANSACTIONS
Under the terms of the Limited Liability Company Agreement, managers may receive compensation
for services rendered. During 2002, managers received $24,000 of compensation expense for such

Services. :

- All investment advisory fees eamned during the year ended December 31,2002, were from offshore
affiliated entities which are owned by the members of the Company.

COMMITMENTS
Rent expense for the year ended December 31, 2002, is approximately $51,379.

Future minimum obligations under non-cancelable operating leases at December 31, 2002, are as
follows: ‘

2002 52,842
2003 13,325
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Axes America, LLC
(A Limited Liability Company)

Computation of Net Capital Under Rule 15¢3-1 of
The Securities and Exchange Commission

December 31, 2002
Computation of net capital
Total members’ capital from statement of financial condition $ 290,649
Deductions:
Non-allowable assets:

Investment - not readily marketable , 2,500

Fixed assets, net 56,068

Other assets 18,010
Net capital before haircuts $ 214,071
Haircuts on securities - § 3,000
Undue concentration ' 0
Net capital 2110
Aggregate indebtedness
Total liabilities from statement of financial condition 22,053
Computation of basic net capital requirements
Minimum net capital required (6-2/3% of aggregate indebtedness) $ 1470
Minimum dollar net capital requirement : 100,00
Net capital requirement (greater of above amounts) h 100,000
Excess net capital 111,071
Percentage of aggregate indebtedness to net capital . 10%

There are no material differences between the computation of net capital presented above and the
computation of net capital reported in the Company’s unaudited Form X-17A-5, Part II-A filing as of
December 31, 2002. '



Axes America, LLC
(A Limited Liability Company)

Statement Regarding SEC Rule 15¢3-3
December 31, 2002

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities Exchange Act of 1934, as
amended, in that the Company’s activities are limited to those set forth in the conditions for exemption
appearing in paragraph (k)(2)(i) of the Rule.
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Independent Auditor’s Supplementary Report on
Internal Control Required by SEC Rule 17a-5

To the Members
Axes America, LLC

In planning and performing our audit of the financial statements and supplemental schedules of Axes America,
LLC (the “Company”) for the year ended December 31, 2002, we considered its internal control, including

~ control activities for safeguarding securities, in order to determine our auditing procedures for the purpose of

expressing our opinion on the financial statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “Commission”), we
have made a study of the practices and procedures followed by the Company including tests of such practices
and procedures that we considered relevant to the criteria stated in Rule 172-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices and procedures
followed by the Company in making quarterly securities examinations, counts, verifications and comparisons,
and the recordation of differences required by Rule 17a-13 or in complying with the requirements for prompt
payment for securities under Section 8 of Regulation T of the Board of Governors of the Federal Reserve
System, because the Company does not carry security accounts for customers or perform custodial functions
relating to customer securities. '

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgements by management are required to assess the expected benefits and related costs of internal controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the Commission’s above-mentioned objectives. Two of the criteria
of internal control and the practices and procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in accordance with
accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional

- criteria of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, errors or
fraud may occur and not be detected. Also, projections of any evaluation of internal controls to future periods
is subject to the risk that internal control may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that might be
material weaknesses under standards established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of the specific internal control components
does not reduce to a relatively low level the risk that error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, we noted no matters
involving internal control, including procedures for safeguarding securities, that we consider to be material
weaknesses as defined above.
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We understand that practices and procedures that accomplish the objectives referred to in the second paragraph
of this report are considered by the Commission to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934, as amended and related regulations, and that practices and procedures that do
not meet such criteria in all material respects indicate a material inadequacy for such purposes. Based on this
understanding and on our study, except for the condition noted herein, we believe that the Company’s practices
and procedures were adequate at December 31, 2002, to meet the Commission’s objectives.

Our opinion recognizes that it is not practicable in an organization the size of the Company to achieve all the
divisions of duties and cross-checks generally included in a system of internal control and that alternatively
greater reliance must be placed on surveillance by management.

This report is intended solely for the use of management, the National Association of Securities Dealers, Inc.,
the Commission and other regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act

of 1934, as amended, in their regulation of registered brokers and dealers, and is not intended to be used by
anyone other than these specified parties. :

January 15, 2003 ‘ &Uhm - w f)ef)
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